
UNITEDSTATES DIS'XRICTCOURT FOR THE 
SOUTHERNDISTRICT OF NEW YORK 

Plaintiff, 
v. 

Defendant. 

PlaintiffSecurities a d  E ~ ~ h m g cCom.LL.ssion(fie "SEC" w cccommissionF)>,;for it5 

Complaint dleges as follows: 

,NAY"UR&OF THIS ACTION 

1. This i s  an insider trading casc involvinghighly profitable and highly suspicious 

purchases ofDRS Tecl'mologiss, Inc.("'DRS") common stock and call option contacts in an 

account at B*Trade Financial by Defendant Cristian De Co:lli.r D e  Colli") h m April 10, 

2008thmugb May 7,2008. These purchases were made inadvance of an article that 

app.medin theWall Street Journal on May 8,2008, disclosing advanced negotiations for the 

pznchase of DRS by Finmcccanica SpA ~Finmeccanica")(thd "Article"), an Italian 

aerospace and defmse company, at a "significantpremium"to DRS's current stockprice. 

,DRSissued a p- release on May 8 confirmingthe substmce of the Article. After the 

disclosures, DRS'sstock pricejumped almost $10, or 16 percent, over the previous day's 

closing price, and as a result DeColli has re@ed'st~bstantialprofits on his purchases of D M  

securities. DEColli is a rcsidmt ofRome, Italy. 



2. Upon infohation and bclicf, wwhik in possession ofmaterial, non-pubBc . 

information concerning the unannounced advanced merger negotiationsbetween DRS and 

Pimeccanicq DsColll pucChased5,700 sharesof DRS common stock betwem Apxr'l 10 and 

Aprd29,2008 and 3,116 call options for the common stock of DRS between April 15 and 

May 7,2008. Of the call options pu~rchasedby De Colli, more than2,400 were purchased 

between May 6 and May 7,including cextain options that wwe out-of-the-money by over $6 

and e x p i ~ dten days after pu~chae- OnMay 8,2008, followingthe public &scIosuureof the 

information, DeColli liquidatccl thme positions ,and made illicit profit's of ovcr $2.1million. 
. - .  - - --- .  

,a . . .  
JURXSDICT'IONANlD V J E N ~  

3. ThisCowt possessesjurisdictionover this matter pursuant to Sections 21(e), 214  

and 27 of the Securities ]Excb.ange Act o f  1934 (L'ExchmgeAct") [X5 U.S.C.$9 78u(e), 78u-

1, and 78aaJ-

4. Vmue 1,iesin this Court pursuant to Section 27 of the Exchange Act [I5 U.S.C. $ 

78aajbecause certah~acts,practices, transactions and courses of business constituting the 

violations occumcd in.the Southern District ,ofNew York. 

5. Defendant has directly or indirectly made use of tha m e w  or instrumentalitiesof 

interstate commerce, or of the mails, or the facilities ofa national sccuritics exchange in. 

connection with the acts, practices, tran,w~tions,and courses of business alleged in this 

Complaint. 

6. Defendant will, unless restraincd'andenjoined, continue to engage inthe acts, 

practices, transactions, and courses of busincks alleged In411isComplaint, or inacts, practices, 

transactions, and c o u x  of business ofsimiiat purport and object. 



' 7. CristianDc Colli, age 28, is a resident of Rome, Italy. He current1.yservesas B 

machincry rmgineer with Technip Italy SpA and has smcd in tEs capacity for thes  ycws. 

He holds a five-year degree in.Enginewing md is proficient in th.eEnglish language. We i s  

the owner of m account with E-Trade Financial ending in the numbcr "1 161" in which 5,700 

shams of DRS com.mon stock and over3,000 call options lL'brDRS common stock were 

purchased d$ring~thefour weeks prior to an mnouncmmt that Fim~eccanicawas in 

"advancednegotiations" to acquireDRS-

8. 13RSTechnologies, hc.  is a Ddaware corporation with i ts principal cxccutive , 

offices in Panippmy, New Jcrscy. DRS sr~ppliesdefmse products and sexvices which 

support military forces, intelliga~ce agcncics and prime contractors worldwide. Its common 

stock i s  register4 with.the Commission pursuant to Section 12(b)of the ExchangeAct; and it 

tradcs on the New York Stock Exchange ("NYSE") underthe ijcker symbol DW.Options 

for DRS sharestrade on the Cl~icagoBoard 0ption.sExcl~ange,the Phifadclphia Stock 

Exchange, mcl the NYSE's Arca. 

9. Pinmcccanioa SpA is  headquarteredinRome,Italy. Feedcanica designs and 

mmufictues, among other things, helicoptm, civil and mili.taryaircrafi,'satellites, missild, 

and dcfense electronics. Shares of F ~ e c c a n i c aare listed on the Milan StockF,xc].~angeand 

kade in the Unitsd Statcs on the pink:sheets under the tick& symbol PINMFSK. 

10. E"Trade Financial Corporation i s  a broker dealer registered'withthe Commission 

b a d  inNew York,New York with locations world-wide. 



FACTUA&ALJaEGATIONS 

A. The DRS-Fixlmeccmb Announcement . 

11. OnThursday, May 8, the Wall Strcct Journal ~ o r t c dthat Finmeccanicawas in  

advanced taks to ptwchase DRS, with the buyout price constituting at least a 25% premium  

, to DRS' closing share price of $63.74 on the fast trading day prior to the announcement.  

Shares of DRS increased $9.01, or 1.4%, to $72.65 in rnomjng trading and closed at $73.89.  

The stock had bem trading between $44.1.1 and $65 during f i e  $2weeks prior to the article.  

12. That same day, May 8th, via apress release issued through Business Wire at 957 
." - - - - . .. 

a.m. EST, DRS confirmed the Wall. Street Journal report, nnnomcing that'zwas"engaged in  

discussions contemplating a potential strategic transaction."  

13. Prior to the announcement,information conccmingDKS' intcrest in being  

acquired md.thcpotentid agreement wjth ~mcccarricawas confidential,nonpublic  

infobation. All individuals and entities involvcd in negotiation of the DRS-Finmeccanica  

deal: 1)  had becn advised that a11 infomation relatingto the potential acqui~i~tiion was  

confidential and nonpubli~information, and 2) had ngrccd to kc? f ic  idbrmation  

confidential.  

14. In an interview with thcCommissionstaff,Rc CoIli stated that no family  

members, Ijienck, or anyone else he knewbad ever worked for Fimeccanica or DRS.  

15. In fact, conhary to his statement to the Commission, De Colli's older brother  

worked for ~inmec~anica between at least 2004 and 2005. 



B.  De CollJi9sPurchases o f  DRS Stock and Cali O~tionsBefore.the 
hnourtcement 

16. Thc timing, prices, and pattern o f  De Colli's purchases of DRS common stock and 

call options in the days and weeks prior to the anno~mcemenlof the DRS-Finmeccanica 

acquisit.ionhdicatc that tl~epurchases were based on material. non-pub.lic information. 

3 7- A call option, or a "call," js a f i~a~~cialcontract between the buyer md the seller of 

this type ofoption. The buysof the option has the right, but no1 the obligation,to buy an 

agreed quantity of a particular security fkom the seller of the option at a cextajn time (the 

expiration $ate)for a certain pice  (the strikcprice). 1[Tclebuyer pays a fee Ccalled a pre&m) .. ..-.- ,. 

for this right. A call option contmct typically gives the buycr the right to purchase 100 ~hates 

of the uaderlyjng security. 

18. The buyer 6f a call option wants the price of Ihe undmlyhgsecurity to riss in the 

future; when the xnarkct pice of the sccutitycxcceds the strike p ~ c eof the option,the 

purchaser of the option can se1.l a secuetypurchased through the cxmcisc of the option at the 

market for a prmium. When the market price of the security surpassesthe strikeprice, the 

option i s  said to be "in-the-money." Vie option increases in value when it is "in-the-money." 

19. X)eColli opened an EmTrademargin account cnding in the number "1.1 61" on 

April 4,2008. . Days Iata, on April 10,I 6  and 18, De.ColIjwired money into the a c c ~ ~ m tin 

three trmches, $78,963, $240,963 and $ 2  01,963 rqectively. This;total of $423,889, 

according to De Colli, and as indicated on his o d k e  acmynt application, constitutes 

approximately 90%O ~ D C~ol i i ' snet worth. 

,20. On A.yril10,2008,the day of the firstwire transfer into the account, DeColli 

began purchasing conmion stock of DW. Retween April 10and April 29, De Cofli 

purc,l~ased5,700 sharcs o fDRS. 



21. In addition, beginning on April 15,2008and c&ntinuingthough May 7, De Colli  

systematically pwc11asedfour s d e s  of call options (two expiring on M a y  17,2008with  

strike prices of$65 and 570 and two otl~ersboth expiring on June 24,2008 with strike prices  

of $65 and $70). Each cdl option was, at various times between April 15" and May 7th,out- 

of-the-money by between $1.26 and $6-711,  

22. On April 28,2008;De Colli liquidated securities in two other companieshe had 

,  purchased a week eatlia in order to purchase DRS options. At that point, 100%of the 

holdings in the E-Tradcaccount consisted of DRS stock and call options. 
. - - - - - . . _ ... 

23. 0.nMay 6,2008,just two days prior to the article &d public a&ouncmcnt, Dc  

Colli sold all 5,700 shares ofDRS common stock, and used the proceeds to purchase  

additional call options for DRS common stock. Of the 3,116call options purchasedby De  

Colii, over 2,500 were purchased botween May 6 and May 7, including certain options that  

wac out-of-tl~e-moneyby over $6 wd expired ten days after purchase.  

24. DeColli's 3,116 purcbsses of call optiqnsfor DRS common stockwere as 

follows: 

Option Series~ u r c h a s e ~   
.Date 

4/13/08 
4/29/08 
5/2/08 
5/2/08 
5/6/08  

- 5/6/081 -
5/7/08  
5/7/08 

Jme 2008 C 
June 2008 C 

I May 2008:C 
June 2008 C 
May 2008C 

May 2008C 
7May 2008 C 

Quantity Strike' 

Purchased Price 

1 250 
( 100 

' 

$65 
$GS 

76 $70 
200 $70 
1,421 $65 

1 100 ' $70 -

'1 659 
-n-. 

$65. . 

De .ColN9sTrading as a 
Percent of CBOE 
Market Volume 
NIA 
26.43% 

.  71.7% 
40.32% 
47.9% 
21.76%  
28.9% -~ 

1 22.92%  

25. OnMay 8, following the announcement,Da Colli sold his call options and made 

illicit profitsofmore than S2.I million. 



CLAIM FOR RELIEF 

Violations ofExchangeAct Section 10(b) and 
.hielob-$ Promulgated Thcreupder 

26. Paragraphs 1 through 25 are rea1,tegedand incorporatedby reference. 

27. Upon information and belief, at the time Defmdant De Colli purchasedcommon 

stock ancl c41option contracts in BRS as set forth above, he was in possession ofmaterial, 

nonpuhlic information about Fimcccanica's offcr to acquire DRS. Defendant De Colli (a) 

h e w ,  or recklesslydisregarded thefact that his trading was in breach of a fiduciaryduty or 

.similar duty oftrust and confidenceowed to the sharehoIdersof DRS or to . . ,...thesource fiorn, 

whom he receivedthe material nonpublic infhmation; or (b) knew or should have known that 

material nonpubficjnfomation about the acquisitionbad beencommunicated to Defmdant 

Dc Colli ia.breach of fiduciary or similar d11tyof trust and confidence. 

28. Defendant De Colli has liquidated 16s option position and made more thw $2.1 

million in illcgal profitsbecause the value of the options that hc p~wchased,as set foxtt1 above, 

wsein response to the public announcmcntof the proposed acquisition. 

29. By reason of  the foregoing, Defendant De Colli, directly and i~dkectly,violaled 

~ e ' c t i k10(b) ofthe Exchange Act 115 U.S.C Sec 78j(b)] and Rule lob5 thereunder [17. 

C.F.R Sec 240.10b-51,and is  likely to commit suchviolations inthe futureunless enjoined 

from cloitlg so. 

,PRAYERIFOR Rl3LX3EF 

m F O m ,the Commissionrequests that the Court caterjudgment: 

( a  pamanenfly enjoinktgthe Defmdant from violating Section 10@)ofthe Exchmge 



) reqnirhg th. Defmdul~to disgorge the illgotten gains obtained through the 

violations alleged herein, with prejudgment interea; 

' (c) requiring the Defendant to pay a civil penalty; mi3 

(d) providing such otha relief as may be appropriate. 

Dated: Washington, D-C. 
May )'4,2008 

I .  

h & ~ h i o n  ' 
~ 4 k h a d o i n  w::' . . ;;$. 3 7 '  :, ... I ,\-... . .. Noet A. Giaens 
E. Lauxita ~ i n c h  
&vim Gumcro 
Attorneys for Plaintiff 
Securities and Exchange Conmission 
Division ofE~orc.mmt 
100 F Strwt, N.E. 
Washington, D.C. 20549-40 10 
Telephone: (202) 551-4548 (WilIiams) 
Facsimile: (202) 772-9246 (WiHims) 
williamsdav@sec.gov 


